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FEDERAL DEPOSIT INSURANCE CORORATION
The Federal Deposit Insurance Corporation will exempt certain unsecured commercial
paper issued by Mutual Savings Banks (MSB) if the issuers conform to specific
criteria outlined in the proposed amendment to 12 CFR 329 which is effective
3/3/80, (see the 2/11/80 Fed. Reg., pp. 8937-40). Among the conditions for
exemption from part 329 of the regulation, the paper must: be unsecured;
in writing; for a face amount of $100,000 or more; expressly state that no
interest will be paid after maturity; have an original maturity of not more
than 9 months; and, clearly state that it is not insured by the FDIC. The
adoption of the amendment is expected to have a favorable impact on the cost
of funds for some MSB’s and generally improve their ability to obtain high
investment ratings. For additional information contact Daniel Persinger at
202/389-4387.
FEDERAL RESERVE BOARD
Staff interpretations of Regulation Z (Truth-in-Lending) regarding the
initial disclosures required by open-end credit plans and the advertising
and disclosure requirements for "loophole accounts" (money market certificate
loans) have been published by the Board of Governors of the Federal Reserve
System, (see the 2/15/80 Fed. Reg., pp. 10329-30). The interpretation will
be effective as of 3/17/80. For further information contact Maureen English
at 202/452-3867 or Dolores Smith at 202/452-2412.
FEDERAL TRADE COMMISSION
Physician-group control of Blue Shield and similar plans may violate federal
antitrust laws according to two previously released staff studies regarding
health care plans. As a result the Commission is seeking public comment
on the studies. Regarding the antitrust violation report by the Bureau
of Competition, the staff recommended that the Commission open a rule-making
proceeding to determine whether such control should be limited. The other
report, an econometric study by the Bureau of Economics, suggests that
physician control may be associated with higher fees. The "Request for
Comment and Advance Notice of Proposed Rulemaking" will be published in
the Federal Register later this week. For further information contact
Walter Winslow at 202/724-1062.
HOUSING AND URBAN DEVELOPMENT, DEPARTMENT OF
A new rule regarding housing loans for the elderly and handicapped made under
the Housing Act of 1959, has reccently been proposed by HUD, (see the
2/13/80 Fed. Reg., pp.9748-49). The rule would amend the definition of
"borrower", contained in 24 CFR 885.5 to implement the requirements of
Section 202 (d) (3) of the Housing Act of 1959 as amended, so that there will
be significant representation of the views of the community in which
the project is located on the board of the borrower. The rule would require
that at least 30% of the members of the borrower's board of directors
reside in the community in which the project is located and may not be
representatives of any national organization which is a sponsor of the project.
Additionally, the rule amends section 885.230 to reduce from 18 months
to 12 months the length of time which a fund reservation for a project
would remain outstanding unless a 6 month extension is granted. Written
comments are requested by 4/14/80. For further information contact George
Hipps at 202/755-5720.
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INTERIOR, DEPARTMENT OF
Robert W. Beuley has been appointed Assistant Inspector General for Auditing
at the Department, according to Inspector General June Brown. Prior
to his appointment with Interior Mr. Beuley was with the Department of
Commerce, Department of Agriculture, Treasury Department and the U.S. Army.
In addition to being a member of the AICPA, Beuley is a Certified Internal
Auditor and a Certified Data Processing Auditor.

JUSTICE, DEPARTMENT OF
A major policy shift on the Freedom of Information Act in order to gain business
support for proposed regulations providing guidance on the Foreign Corrupt
Practices Act is being considered by the Department. The draft regulations
would establish a procedure whereby U.S. corporations may seek prior
approval from the department’s criminal division on proposed overseas
ventures. The program formally called the Foreign Corrupt Practices
Review Procedure, has apparently not been well received by the business
community because of fear that sensitive corporate data turned over to
Justice may become public. In order to overcome this fear the Department
is considering abandoning its current "discretionary policy" on FOIA in
favor of a new policy which would assure that documents submitted by U.S.
firms to the criminal division will be withheld from the public when found
to be exempt under the FOIA. To preserve the intent of the proposed
review procedure, the Department still plans to make available to the
public the basic facts of proposed U.S. overseas business transactions
covered by the FCPA. In order to avoid unneccessary delays in business
ventures, the proposal requires the criminal division to indicate their
enforcement intentions within 30 days after a request for review. Justice
officials are hoping that these changes in the draft regulations will
convince businessmen that sensitive corporate date will remain secret
when applicable and that Justice will not attempt to "sandbag" firms by
saying a certain transaction is permitted under FCPA then turning around
and prosecuting the firm under a different federal statute. While the
Department officials are unsure when the final regulations will become
public it is believed they will be issued by the end of 3/80. The SEC,
which jointly administers the FCPA with Justice, opposes the draft of the
program.
LABOR, DEPARTMENT OF
Plans to provide substantial advance notice to employee benefit plans which may
have to alter certain investment practices in 1984 unless they obtain an
exemption from parts of the federal pension law have recently been announced
by the Department. The Employee Retirement Income Security Act (ERISA)
bans pension and welfare plans from entering into certain transactions with
"parties-in-interest" to the plan. A party in interest is an individual
or a firm that is related in certain ways to the plan or to plan officials.
Plans which had entered into such loans, leasing arrangements or other
extensions of credit before ERISA became effective were given until 6/30/84
to change these agreements. Some plans already have applied to the Department
for an exemption from the ERISA ban so that they may continue agreements
that otherwise would have to be terminated by 6/30/84. The DOL will not
rule on these requests now because exemptions must be based on information
more current to the date (6/30/84) they will go into effect. However,
to give plans adequate time for business and investment planning, the
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Department has announced that it will start accepting applications for
exemptions as early as 6/1/82. Applicants are encouraged to file requests
on that date or as soon as possible thereafter so that sufficient time
will exist to take appropriate action once the Department has made its
determination.
OFFICE OF MANAGEMENT AND BUDGET
Legislation requiring all federal agencies to annually inventory and audit
their paperwork requirements is anticipated in the Senate later this
week. The Paperwork Elimination and Management Act to be introduced by
Sen. Gaylord Nelson (D-Wis), was the subject of recently held hearings
before the Select Committee on Small Business. The audit would include
written justifications for the use of each form, a statement of the
agency’s use of the information requested on each form, and an estimate
of the number of man-hours required to complete each form. The audit
would be submitted to the OMB with the agency’s budget request. OMB
would then be required to solicit private sector comments on the audit
and critical comments on the audit would have to be satisfactorily
resolved before CMB approves the agency's budget. According to Sen.
Nelson the bill will "dramatically open the federal government's paper
work management system for review by the private sector."
PENSION BENEFIT GUARANTY CORPORATION
Public hearings on H.R.3904, "Multiemployer Pension Plan Admendments Act
of 1979" will be held by the House Ways and Means Committee on Tuesday,
2/19/80, beginning at 9:30 a.m. in the Main Committee Hearing Room,
Longworth House Office Building. The bill contains the Pension Benefit
Guaranty Corporation's (PBGC) recommendations with respect to the
guarantee of pension benefits under terminated multiemployer plans. The
principal features of the PBGC recommendations include: a withdrawal
liability requiring an employer to compensate the plan for the loss to
its contribution base when the employer leaves the plan; an increase
in the premium for multiemployer plan insurance to $2.60, phased-in over
a five-year period; a reduced maximum guarantee levels based upon age
and years of service; a plan reorganization rules that would require the
plan to take steps, including a minimum contribution requirement, to avert
plan termination and insolvency; and, a provision that plan insolvency
rather than plan termination would be the insurable event.
SECURITIES AND EXCHANGE COMMISSION
A "safe harbor" rule on the sale of certain unregistered securities and its
relationship to the over-the-counter (OTC) securities market has been
addressed in a study released 2/13/80 by the Commission. The SEC report,
"Rule 144 Sales in the OTC Market", concluded that the "safe harbor"
rule had no adverse effects on the OTC market for such securities. The
report was prepared by the Directorate of Economic and Policy Research,
and is the first publicly released study resulting from a joint SECDepartment of Commerce project designed to monitor the effects of SEC
regulations on the capital raising abilities of small, technology-based
businesses. Other Directorate studies in progress relating to capital
formation by small businesses include an analysis of the use of the SEC's
new Form S-18, a simplified small issuer registration form, and a monitoring
of Rule 242, which provides a registration exemption for limited sales
by issuers.
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Employee benefit plans and the applicability of the Securities Act of 1933, is
the subject of an interpretative release by the SEC (Release No. 33-6188)
which seeks to provide guidance to the public and assist employers and
plan participants in complying with the Act, (see the 2/11/80 Fed. Reg.,
pp. 8960-78). In the Release, the SEC referred to the Supreme Court
decision of 1/16/79, International Brotherhood of Teamsters v. Daniel,
stating that the decision raised questions about the application of the
Act ot many types of employee benefit plans not covered by the decision.
According to the SEC, the Release is "an effort to resolve the uncertainty
which has developed."
TREASURY, DEPARTMENT OF
The due date for filing gift tax returns for the fourth quarter of any calendar
year has been changed from 2/15 to 4/15 of the following year by recently
enacted legislation. Since the change is effective for the fourth
quarter of 1979, Form 709, United States Quarterly Gift Tax Return, for
that period is due by 4/15/80. In addition to the due date change,
Public Law 96-167 also provides that any extension of time granted to a
taxpayer for filing a calendar year income tax return will also extend
the time for filing any gift tax return for the fourth quarter of that year.
Furthermore, the IRS has stated that gift tax returns reporting an election
to treat a pre-1977 creation of certain joint tenancies as a gift under
IRC sec. 2040 (d) will also be due by 4/15/80, instead of 2/15/80 as under
previous law.
A study of guideline depreciation periods and repair allowance percentages for
assets used in the manufacture of cars, trucks and buses has been initiated
by the Department. Additionally, assets used in the manufacture of motor
vehicle parts to determine their proper classification under the Class Life
Asset Depreciation Range System (CLADR) will be evaluated by the Office of
Industrial Economics. Interested persons may attend a meeting 3/4/80 in
Washington, D.C. on the asset guidelines project. For further information
contact the Office of Industrial Economics, Box 28018, Washington, D.C. 20005
SPECIAL:

SENATE ACTION ON POLITICAL ACTION COMMITTEES UNLIKELY

Senate consideration of a controversial House amendment restricting the activities
of political action committees (PAC's) appears to be stalled again. The House
amendment to S.832 a Federal Election Commission authorization bill, was
passed by the narrow margin of 217-198 in October 1979. Amendment provisions,
authored largely by Reps. David Obey (D-Wis) and Tom Railsback (R-Ill) provide
a limitation for House members alone and would place a maximum per election
cycle of $70,000 in contributions for a member from all PAC’s combined; a
cut in the maximum a PAC could contribute to a candidate to $6,000 from
$10,000; a maximum of $1,000 placed on the amount of business credit a
supplier of goods and services can extend to a candidate; and, a limit
of $35,000 placed on the amount which a candidate could be repaid when he
lends his campaign committee money. Supporters of the House amendment
believe the bill is necessary to curb the recent proliferation and influence
of business and corporate PAC's. Opponents have characterized the bill as
an incumbent’s "protection act", pointing to recent studies which have
indicated that House challenge require appoximately $175,000 in contributions
just to achieve voter recognition with the incumbent. Additionally, critics
of the bill threatening to filibuster if it reaches the Senate floor, point
to the total absence of House Committee hearings and severly limited floor
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debate as justification for supporting Sen. Mark Hatfield’s (R-Qre) expected
motion to refer S. 832 to the Senate Rules Committee, should the bill come
up for floor consideration.

For additional information contact:
Gina Rosasco, Jim Kbvakas, Nick Nichols
or Teresa Travers
202/872-8190
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